FAO presentation on commodity trade development
Helga Josupeit

Rome

July 2007

INFOFISH Technical and Advisory Board Meeting, Kuala Lumpur, 27. August 2007
Worldwide fishery production continues to increase, but at lower growth rates than some years before. In 2003, some decline was experienced, as a result of lower capture fisheries, however in 2004 and 2005 production continued to expand even further.
With wild fish stocks increasingly being fully fished or overfished, this growth is mainly due to aquaculture production. In fact, aquaculture production grew at an average rate of 9 percent since 1970, while capture production remained relatively stable at values around 90 million tons since the Nineties. By 2005, the share of aquaculture accounted for about one third of total production and almost 43% of food fish production. 
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The slide on the left shows a possible scenario for the expansion of aquaculture production versus food fish capture production, indicating that aquaculture will overtake capture food fish production (that is excluding production going for fishmeal production) in 2020, other projections talk about 2030, however, there is no doubt that aquaculture production will expand in importance, and that sooner or later it will become more important for fish supply than capture fisheries.
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The next slide shows the well known issue that in value terms, developing and developed countries have roughly the same share in world exports, with developing countries exceeding exports of developed countries in recent years. The total value of world exports was US$ 78 000 million in 2005 and is expected to grow even further in coming years. It should be noted, that while trade expanded strongly in 1970s and 1980s, total fish trade is growing relatively less in recent years.
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Shrimp is the most important commodity with about 16% of international trade in value terms. It is interesting to note that this share is declining in recent years, due to lower prices for shrimp worldwide. Groundfish is another important group with 15% of trade. Tuna is third with 9%, however also for this commodity which is of most interest to all of you a certain decline in importance can be noted. The relative importance of salmon as an export item has increased over the past years from 5% in the early 1990s, to reach 7% in 1999 and 8% in 2004 as a result of the booming salmon farming industry in Norway and Chile. It is very likely that salmon will overtake tuna as the third most important fish commodity in a few years from now.

The following commodity analysis will concentrate on the most important fisheries commodities with relevance for developing countries, namely shrimp, groundfish, tuna and cephalopods.

Shrimp
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In the first three months of the year, total world shrimp imports in the three main importing areas was 336 000 tonnes, on a par with the 2006 figure. While Japanese shrimp imports declined sharply, the EU reported a continued increase in trade.

All main EU countries reported higher shrimp imports, only UK reported some decline in its shrimp purchases. The biggest EU shrimp market is Spain, The Spanish shrimp market continued to experience an upward trend during the period January-March 2007 (+ 16% compared to last year) with increased volumes from almost all supplying countries, with the only exception of Brazil. The Spanish market is the major shrimp importing country in Europe, with a marked preference for warmwater products. Demand for coldwater products remains very low. Coldwater shrimp imports represented only 17% of total imports during the Jan-Mar period, and were mainly of Argentina origin (Pleoticus muelleri). Coldwater shrimp imports from European producing countries are marginal on the Spanish market. Similarly to Spain, the French shrimp market continued to expand during the first quarter of 2007 with a 10% increase in total shrimp imports. The interest in coldwater shrimp remains insignificant on the French market. Among major suppliers to France, Denmark is the only coldwater shrimp producing country with a 4% market share. Netherlands and Belgium being mainly reexporting countries of warmwater shrimp cannot be including in this category. 

UK shrimp imports decreased remarkably at the beginning of 2007 (-11%). The decrease was of 12% for frozen products and by 9% for prepared and preserved products for which UK is one of major European importing markets. UK is by far the main European market for coldwater shrimp, with a 36% market share. Some few years ago, this share was much higher, representing roughly half of total UK shrimp imports. UK imported 5 563 tonnes of coldwater shrimp during the first quarter of 2007. Two major countries share the lead on the UK market in this category: Iceland and Denmark. However, compared to last year, both countries saw their exports to UK decrease, by 19% for Iceland and by 9% for Denmark. 

US shrimp imports between January and April remained almost unchanged compared to the same period last year, reaching 162 000 tonnes worth US$ 1.1 billion. At the beginning of this year, the WTO ruled in favour of Ecuador stating that the method used by the US to calculate the dumping duty was illegal. Recently, the US Department of Commerce decided to eliminate the measure against Ecuadorian shrimp, so it will access the US market with zero duty again. However, the most important recent development is the effective ban by FDA on Chinese shrimp imports. The US Food and Drug Administration (FDA) on 28.6.2007 announced it is blocking the import from China of five species of seafood namely catfish, eel, shrimp, basa and dace until their importers can prove they are not contaminated. As this prove is costly, the FDA move result in a interruption of Chinese exports of these five species to the US market. As a result, Thai shrimp prices went up, as this country is expected to be the main beneficiary of this move. On the other hand, Chinese products are expected to flood the EU and Japanese market, leading to price declines there.

Tuna
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The US tuna market suffered shortages in 2007. Most of the import categoriess tended downwards, and the main canned tuna producers announced price hikes. However, demand for tuna in the USA has not improved very much during the past months, despite promotion. 

campaigns. 

Latin American canneries are more aggressive in seeking for supplies in an attempt to cover their future needs during the upcoming seasonal closure of tuna fishing in Eastern Pacific (ETP) areas. As a result, round skipjack prices are quoted around US$1500/MT in Latin America which is higher than the current price quoted in Bangkok at US$1400/MT.

All tuna imports down

All commodities reported sharp declines in imports into the USA. Canned tuna was the worst, some 10 000 tonnes less were imported in the first five months of the year. This decline was shared by the main suppliers, Thailand and the Philippines. Ecuador has practically disappeared as a canned tuna supplier to the US market. While pouch packed tuna from Ecuador can enter the US market duty free, canned tuna has to pay the full duty of 12.5%. Thus Ecuador concentrates on tuna pouch exports. Tuna pouches also declined somewhat.
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Tuna catches are bad in all areas. Some experts blame climate change, melting of Greenland ice-bergs or “La Niña”. Others talk about overfishing that had continued for several years, despite the efforts of the regional tuna fishing organization to control fishing efforts. As a result of low catches, prices are reported sky high. Skipjack reached US$ 1 500/MT in the Latin American market and US$ 1 400/MT in the Bangkok market. Yellowfin prices are reported to exceed US$ 2 500/MT, both price levels are record levels never reached in the past. There seems to be no end to the price hike. Obviously some of these price increases have been passed already to the canned tuna market, and more is likely to come soon. 

Skipjack prices in Thailand are increasing strongly over the past months, from US$ 1075/MT to over US$ 1500/MT at present, and no end to the price hike is in sight.

The global tuna market continues to experience a shortage of supply of both yellowfin and skipjack. EU purse seiners operating in the Indian Ocean are reportedly experiencing the worst fishing season in 20 years. Due to a combination of high prices and low demand, as well as the seasonal closing down of canneries in some areas such as the EU, canneries around the world are reducing their production. Yellowfin frozen raw material was reported at US$ 2500/tonne in Italy, about double the ‘normal’ price. Should the shortage continue over time, proper environmental measures (such as those aimed at protecting juveniles, introducing minimum catch size, etc.) have to be introduced or re-enforced in order to facilitate the recovery of tuna stocks. 

More Alaska pollack leads to pressure on European prices 

The relatively buoyant situation for Alaska pollock fillets in European markets in 2006 has largely continued into 2007. Imports in several markets during the earlier months of the year point to broadly increased volumes compared to the corresponding period last year. On the supply side, sales from the USA to EU markets are up over 30% for the January-May period. With stronger supplies and a weaker dollar, prices to European processors are more competitive this year. With no signs of a dollar recovery, prices to European processors are likely to remain relatively low in euro terms, and below 2006 levels, over the coming months. As usual the status of the Alaska pollack market will influence all other groundfish products in the European market, which have already started to tend downward. 

Groundfish catches went down dramatically during the past two decades. However, trade in frozen groundfish increased sharply, due to outsourcing of the processing and a substantial quantity of the groundfish trade is double counted in trade statistics. China emerged as the main groundfish processing country in recent years. The production of boneless fillets is one of the specialities of this county. Unit value of frozen groundfish products showed a tendency of stabilization during the past decade

Catfish import boom in early 2007
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The impact of the US import restriction is yet to be felt in the catfish market. It is expected that this move will lead to more consumption of domestic catfish and to higher imports of pangasius from Viet Nam and Thailand. Some positive influence on the tilapia trade – here it is interesting to note that tilapia from China was not banned – is likely. Higher prices in the whole industrial whitefish sector are forecast for the US market. On the contrary, additional supplies of catfish and pangasius will reach the European market, leading to lower prices as mentioned also in the groundfish section.

In only 3 months, Vietnamese pangasius exports reached 80000 tonnes, almost 47% more than in the same period of 2006. The main market of pangasius from Viet Nam is the EU with 40% of total trade. Russia is also an important market with 14 000 tonnes, however Vietnamese sanitary authorities are facing some problems in the Russian market at the moment. 

In only 3 months, Vietnamese pangasius exports reached 80000 tonnes, almost 47% more than in the same period of 2006. The main market of pangasius from Viet Nam is the EU with 40% of total trade. Russia is also an important market with 14 000 tonnes, however Vietnamese sanitary authorities are facing some problems in the Russian market at the moment. 

The catfish import boom into the US market continued in the opening months of 2007, before the import restriction became operational. Even though some states of the south had prohibited the sales of Chinese catfish even before the FDA decision, imports of catfish from China grew by more than five times in the January-April 2007 period when compared to the corresponding 2006 period. They almost reached the total 2006 import level. These figures show the massive presence of Chinese catfish on the market, and the fear of market share loss by domestic producers which are mainly based in the southern part of the country. While these producers had been able to use the fact that the pangasius produced in Viet Nam and other South East Asian countries is not the same species as the channel catfish against imports from these countries, they were not able to block Chinese imports, as this country produces the same species as the US fish farmers.

Good Illex catches worldwide
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Both the Spanish and Italian squid markets are well supplied at the moment. Prices are going down. In early July 2007, Argentine Illex was selling at Euro 2.30/kg, while last year’s price was Euro 3.35/kg. The graph below shows the steady decline of Illex prices in Spain, caused by the expectation of heavy arrivals from Argentina in March 2007. Import statistics, on the contrary, do not yet show the expected effect on imports. During the first four months, squid imports from Argentina were only 9 700 tonnes, less than half the bumper imports of 2006. As usual, a good part of Spanish squid imports are landings by Spanish vessels, fishing in the SW Atlantic. 
Octopus market normalizes further 
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As widely forecast, octopus prices in Japan declined in the course of the opening months of the year, especially for larger sized octopus. In return, demand was quite good, while arrivals were plentiful. Further price declines are likely to come, once the summer octopus catch from the Central Eastern Atlantic reaches the Japanese market. 

Summary

The importance of aquaculture in overall fish supply is growing. At present its share is one third in all fish production, and about 43% of total food fish production. In a not too far away future (~2010 or at the latest 2020), aquaculture will overtake capture fisheries for food fish supply. The growth of aquaculture for high value species (shrimp, seabass, seabream, salmon) has had an important impact on international fish trade. In recent years, species of lower value (tilapia and catfish) also entered successfully international trade. 

Experience shows that unit value of cultured species goes down when aquaculture starts. This decline generally leads to a shake out of the industry. Statistics show that these shake outs are healthy for the industry, and there are signs of stabilization in price levels for those species where the industry is more mature.

Many new species will be cultured in the coming years. Cod culture is now a fact, and croaker culture just started. Tuna ranching will continue, and also for this species the full cycle aquaculture is already possible, even though not economically viable.  Mainly high value species are produced for markets in developed countries, but the bulk of production can be foreseen in developing countries. Aquaculture species will dominate trade in the years to come.










